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The Department o f  Mental Heal th  (DMH) h a s  been c l o s i n g  s t a t e - o p e r a t e d  
p s y c h i a t r i c  h o s p i t a l s  and community mental  h e a l t h  c e n t e r s  and r e p l a c i n g  them 
wi th  c o n t r a c t e d  beds a t  p r i v a t e  g e n e r a l  h o s p i t a l s  even  thouuh t h e  c o s t  f o r  
c a r e  i n  ~ r i v a t e  qeneralb  h o s p i t a l s  i s  s i u n i f i c a n t l v  more expens ive  t h a n  DMH 
f a c i l i t i e s .  DMH's  r a t i o n a l e  i s  t h a t  p r i v a t e  g e n e r a l  h o s p i t a l s  can  c a p t u r e  
f e d e r a l  Medicaid revenue. There fore ,  d e s p i t e  t h e  g r e a t e r  o v e r a l l  c o s t  o f  
p r iva te ly -prov ided  c a r e ,  DMH a rgues  t h a t  t h e  n e t  c o s t  t o  t h e  s t a t e  w i l l  be 
reduced. But t h i s  is  nothinq more t h a n  a  s h e l l  uame, Massachuse t t s  t a x p a v e r s  
a r e  f e d e r a l  t axpave r s  a s  w e l l  and t h e v  must s t i l l  f o o t  t h e  t o t a l  b i l l .  
Ana lys i s  
Here a r e  t h e  major f i n d i n g s  from a  p r e l i m i n a r y  a n a l y s i s  o f  D M H ' s  c o n t r a c t  w i t h  
N e w  England Deaconess Hosp i t a l  Inc .  (Deaconess) t o  o p e r a t e  a  25-bed i n p a t i e n t  
a c u t e  c a r e  u n i t .  These p a t i e n t s  p r e v i o u s l y  would have been s e n t  t o  t h e  
na t iona l ly -acc la imed  Massachuset ts  Mental Hea l t h  C e n t e r  (MMHC), a  s t a t e - r u n  
mental  h e a l t h  c e n t e r .  . . 
1. . The c o s t  p e r  day a t  MMHC i s  $335 t o  $350. The c o s t  p e r  day a t  Deaconess  
i s  $731.73.* DMH is  purchasinq c a r e  t h a t  is more t h a n  t w i c e  a s  e x p e n s i v e  a s  
the.Even w i th  t h e  i n f u s i o n  o f  f e d e r a l  Medicaid  
funds,  t h e r e  w i l l  be  a  n e t  i n c r e a s e  f o r  Massachuse t t s  t a x p a y e r s .  
2 .  I f  DMH wanted t o  a ch i eve  qenuine and s i a n i f i c a n t  c o s t  s a v i n u s ,  it c o u l d  
have found a  s e n e r a 1  h o s ~ i t a l  t o  "wrap" i t s  l i c e n s e  a round  MMHC. A s  l o n g  as 
p s y c h i a t r i c  beds  comprise less t h a n  50% of  t o t a l  f a c i l i t y  beds ,  t h e  f e d e r a l  
government w i l l  match s t a t e  Medicaid payments. To make MMHC e l i g i b l e  f o r  
Medicaid, DMH cou ld  have a r ranged  w i t h  a g e n e r a l  h o s p i t a l  t o  " l e a s e "  b e d s  from 
t h e  Center  and t he r eby  extend i ts  l i c e n s e  t o  t h e s e  beds .  Then MMHC c o u l d  have 
w i th  r e a l  sav inus .  
3. Over a  six-month pe r i od ,  t h e  Deaconess c o n t r a c t  w i l l  c o s t  $2.2 m i l l i o n .  
Over t h e  same pe r i od ,  t h e  t r e a tmen t  o f  25 a c u t e  care p a t i e n t s  a t  MMHc would 
c o s t  $1.1 m i l l i o n .  
4 .  There  is good r ea son  t o  ques t i on  whether Deaconess  and DMH w i l l  b e  a b l e  t o  
c o l l e c t  much f e d e r a l  Medicaid money.** Not o n l y  do many DMH p a t i e n t s  n o t  have 
Medicaid, many do no t  have any insurance .  S i n c e  DMH h a s  aqreed  t o  a b s o r b  t h e  
t o t a l  c o s t ,  t h e  burden on Massachuset ts  t a x p a y e r s  i s  l i k e l y  t o  b e  t h a t  much 
q r ea t e r . ***  
5. The "hidden c o s t s "  of c o n t r a c t i n g  have y e t  t o  be  c a l c u l a t e d .  DMH h a s  
agreed t o  p rov ide  l e g a l  t e c h n i c a l  a s s i s t a n c e  t o  NEDH f o r  f o r e n s i c  men t a l  
h e a l t h  a t  an  u n s p e c i f i e d  c o s t .  The c o s t s  of mon i to r i ng  t h e  c o n t r a c t  have  a l s o  
no t  y e t  been determined. 
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* The c o s t  o f  care a t  MMHC comes from a n  a n a l y s i s  done  by  t h e  P u b l i c  
C o n s u l t i n g  Group (PCG), which  was h i r e d  by  DMH i n  1 9 9 1  t o  l o o k  a t  DMH m e n t a l  
h e a l t h  c e n t e r s  i n  Boston.  The PCG d e t e r m i n e d  t h a t  t h e . c o s t  p e r  bed  p e r  d a y  a t  
MMHC w a s  $292. Assuming a n  a n n u a l  i n f l a t i o n  ra te  o f  7%,  c u r r e n t  c o s t s  are 
p r o j e c t e d  t o  b e  j u s t  u n d e r  $335 p e r  day .  The DMH c o n t r a c t  w i t h  Deaconess  
c a l l s  f o r  a n  a v e r a g e  payment o f  $731.73 p e r  day .  F o r  Med ica id  e l i g i b l e  
p a t i e n t s ,  t h e  DMH c o n t r a c t  w i t h  Deaconess  a n t i c i p a t e s  a  $748.63 r e imbursemen t  
rate.  
** I n  o t h e r  c o n t r a c t s ,  DMH h a s  assumed t h a t  o n e  t h i r d  o f  t h e  p a t i e n t s  a d m i t t e d  
t o  p r i v a t e  h o s p i t a l s  w i l l  b e  Medica id  e l i g i b l e .  I n  a d d i t i o n ,  it s h o u l d  b e  
n o t e d  a c c o r d i n g  t o  t h e  c a l c u l a t i o n s  made by t h e  P u b l i c  C o n s u l t i n g  Group, t h a t  
15% o f  MMHC1s t o t a l  c o s t s  were  m e t  by  payments  from Medica re  and  o t h e r  
i n s u r a n c e  s o u r c e s .  
***  DMH h a s  a g r e e d  t o  pay  t h e  f u l l  $731.73 p e r  d a y  f o r  e a c h  c l i e n t  a t  
Deaconess  who d o e s  n o t  h a v e  i n s u r a n c e .  
